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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Grand Ledge Area District Library
Grand Ledge, Michigan

We have audited the accompanying financial statements of the governmental activities and the major fund of Grand Ledge
Area District Library as of and for the year ended June 30, 2004, which collectively comprise the Library’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of Grand Ledge Area District
Library’s management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects the financial position of the
governmental activities and the major fund of the Grand Ledge Area District Library as of June 30, 2004, and the change in
financial position, thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

As described in Note A, the Library has implemented a new financial reporting model, as required by the provisions of
Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements - and Management’s Discussion
and Analysis - for State and Local Governments, as of July 1, 2003, along with all related statements and interpretations.

The management’s discussion and analysis and budgetary comparison information as identified in the table of contents is
not a required part of the basic financial statements but is supplementary information required by the Government
Accounting Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

M;’%ﬂc.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

September 14, 2004

108 N. Spring St. = St. Johns, Ml 48879-1574 = (989) 224-6836 = FAX: (989) 224-6837
745 Barclay Circle, Suite 335, PO Box 70067 = Rochester Hills, Ml 48307 = (248) 844-2550 = FAX: (248) 844-2551
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Grand Ledge Area District Library
Management’s Discussion and Analysis

New Financial Reporting

Starting with fiscal year ended June 30, 2004, the Grand Ledge Area District Library, (the
“Library”) has revised and improved its financial reporting document. These changes are a result
of standards set by the Governmental Accounting Standards Board (GASB). The intent of these
new standards is to provide citizens, taxpayers, and library users with a better understanding of
how the Library’s money and other assets are managed.

The new standards set by GASB are intended to give the reader of this annual financial report a
better understanding of the financial status of the Library. The new standards introduce
accounting rules and systems that are common in the private sector. This report presents a
much broader picture of the Library’s financial status. Through this comprehensive reporting of
assets and liabilities, the reader should have a greater understanding of the Library’s financial
health.

The discussion and analysis of financial performance provides an overview of the Library’s
financial activities for the fiscal year ended June 30, 2004. Please read it in conjunction with the
Library’s financial statements, which will immediately follow this section.

Comparative analysis will be provided in future years and it is not required in the first year of
implementation of GASB 34.

Financial Highlights

As discussed in further detail in this discussion and analysis, the following represents the most
significant financial highlights for the year ended June 30, 2004

e The assets of the Library exceeded its liabilities at the end of the most recent fiscal year
by $879,698 (net assets) at the government-wide level.

e The Library’s total net assets increased by $151,273, as a result of current year activity at
the government-wide level.

e State Aid and Interest Income were less than anticipated due to the state and national
economies.

e Donations increased significantly as a result of the Friends of the Library’s project to fund
the purchase of a new checkout desk.

e Unrestricted Fund Balance Fund increased as result of revenues exceeding expenditures
in the current year at the fund level.

Using this Annual Report

This annual report consists of a series of financial statements. The statement of net assets and
the statement of activities provide information about the activities of the
Grand Ledge Area District Library as a whole and present a longer-term view of the Library’s
finances. This longer-term view uses the accrual basis of accounting so that it can measure the
cost of providing services during the current year.

The fund financial statements present a short-term view; they tell us how the taxpayers’
resources were spent during the year, as well as how much is available for future spending.
Fund financial statements also report the operations of the Grand Ledge Area District Library in
more detail than the government-wide financial statements by providing information about the
Library’s most significant fund.



Grand Ledge Area District Library
Management’s Discussion and Analysis

The Library as a Whole

The following table shows, in a condensed format, the net assets as of June 30, 2004. A
comparative analysis of data will be presented in future years when the information is available.

Assets
Current assets $ 623,852
Noncurrent assets 326,721
Total assets 950,573
Liabilities
Current liabilities 40,313
Noncurrent liabilities 30,562
Total liabilities 70,875
Net Assets
Invested in capital assets,
net of related debt 326,721
Unrestricted 552,977
Total net assets $ 879,698

The Library’s total net assets were $879,698 at June 30, 2004. Unrestricted net assets (the part
of net assets that can be used to finance day-to-day operations) were $552,977 at the end of the
fiscal year. The net asset invested in capital assets were at 326,721. The management’s
discussion and analysis will present a condensed comparative statement of net assets next year
when there are two years of statements in the GASB Statement No. 34 format.

The following table shows the changes in net assets during the current year. Future reports will
provide comparative data for the statement of activities. Comparative data is not required during
the first year of reporting under requirements of GASB Statement No. 34.

Revenues

Program revenue:
Charges for services $ 10,194
Operating grants and contributions 17,408

General revenue:
Property taxes 471,501
State Aid — unrestricted 13,572
Penal Fines 72,353
Interest 5,036
Miscellaneous 1,742
Total revenues 591,806

Program Expenses
Library services/operation 440,533

Change in Net Assets $ 151,273



Grand Ledge Area District Library
Management’s Discussion and Analysis

Governmental Activities

The Library’s governmental revenues totaled $591,806 with the greatest revenue source being
property taxes levied by the district. Property taxes make up approximately 79.7 percent of total
governmental revenue.

The Library incurred expenses of $440,533 during the year. As a special purpose government,
all of the governmental expenses incurred are associated with the library service function.

The Library’'s Fund

The analysis of the Library’s major fund begins on page 3, following the government-wide
financial statements. The fund financial statements provide detailed information about the
specific fund, not the Grand Ledge Area District Library as a whole. The Grand Ledge Area
District Library’s Board of Trustees may create funds to help manage money for specific purposes
as well as to show accountability for certain activities. The Library’s only fund for the fiscal year
ended June 30, 2004 was the General Fund.

The General Fund pays for the Library’s governmental services. The sole service provided
during the fiscal year was library services, which incurred expenditures of $440,533 for the fiscal
year.

General Fund Budgetary Highlights

Over the course of the fiscal year, the Library Board made necessary budget adjustments to fund
unanticipated expenditures during the year. Budget amendments were made to move $70,000
from the Designated Fund Balance for Technology into the current year's budget to cover the cost
of the migration to a new Horizon computer system for the library’s catalog and circulation. This
resulted in expenditure line item increases in furniture and equipment, telecommunications,
professional services, and training. However, the migration project was initiated but delayed into
the next fiscal year. As a result, all of these line items were not fully expended. The delay in the
migration project also affected the Salaries and Wage line item because the addition of a full time
Children/Youth Assistant position was planned after the actual cost of the migration project had
been paid.

The Original and Final Budgeted revenue amounts were the same. Actual penal state aid, and
interest receipts were less than budgeted because of the national, state, and local economies.
Actual donations received were significantly larger than budgeted as a result of the Friends of the
Library’s donation for purchasing a new circulation desk.

Capital Assets and Debt Administration

At the end of the fiscal year, the Library had $326,721 invested in land, building and
improvements, equipment, furniture, and books (net of accumulated depreciation). In 2004,
several items, primarily shelving, furniture, and computer equipment became fully depreciated.
The main capital assets added were $31,904 in the equipment, furniture and books category and
a new checkout desk and other improvements at $20,999. Funds for the purchase of the
checkout desk were donated by the Friends of the Grand Ledge Area District Library.

No debt was issued during the fiscal year. The Library had no bonded indebtedness at June 30,

2004. The only long-term debt the Library had at June 30, 2004 was compensated absences (as
detailed in Note D) in the amount of $35,889. This amount increased $5,554 in the current year.

-V -



Grand Ledge Area District Library
Management’s Discussion and Analysis

Next Year’'s Millage Rate

At a Special Meeting on May 26, 2004, the Library Board approved certifying a tax levy of 1.1702
mills for the fiscal year 2004-2005. Based on the current taxable value of property in the Library’s
District, this will generate approximately $515,487, less an estimated tax capture of $16,974 by
the City of Grand Ledge’s Downtown Development Authority.

Contacting the Library’s Management

This financial report is intended to provide our citizens, taxpayers, and library users with a general
overview of the Library’s finances and demonstrate the Library’s accountability for the money it
receives. If you have questions about this report or need additional information, we welcome you
to contact the Library’s Financial Office at 131 East Jefferson Street, Grand Ledge, Michigan
48837. Phone: (517) 627-7014.



BASIC FINANCIAL STATEMENTS



Grand Ledge Area District Library
STATEMENT OF NET ASSETS

June 30, 2004

Governmental
Activities
ASSETS
Current assets
Cash and cash equivalents $ 621,258
Accounts receivable 1,019
Due from other governmental units 1,575
TOTAL CURRENT ASSETS 623,852
Noncurrent assets
Capital assets, net of
accumulated depreciation 326,721
TOTAL ASSETS 950,573
LIABILITIES
Current liabilities
Accounts payable 5,842
Accrued payroll 3,236
Deferred revenue 25,908
Current portion of compensated absences payable 5,327
TOTAL CURRENT LIABILITIES 40,313
Noncurrent liabilities:
Accrued compensated absences 30,562
TOTAL LIABILITIES 70,875
NET ASSETS
Invested in capital assets, net of related debt 326,721
Unrestricted 552,977
TOTAL NET ASSETS $ 879,698

See accompanying notes to financial statements.




Grand Ledge Area District Library
STATEMENT OF ACTIVITIES
Year Ended June 30, 2004

Net (Expense)
Revenue and

Change in
Program Revenues Net Assets
Operating
Grants
Charges for and Governmental
Function/Program Expenses Services Contributions Activities
Governmental activities
Recreational and cultural
Library services/operation $ 440,533 $ 10,194 $ 17,408 (412,931)
General Revenues
Property taxes 471,501
State aid - unrestricted 13,572
Penal fines 72,353
Interest 5,036
Miscellaneous 1,742
TOTAL GENERAL REVENUES 564,204
CHANGE IN NET ASSETS 151,273
Net Assets, beginning of year 728,425
Net Assets, end of year $ 879,698

See accompanying notes to financial statements.



Grand Ledge Area District Library
GOVERNMENTAL FUNDS BALANCE SHEET

June 30, 2004

ASSETS
Cash and cash equivalents $ 621,258
Accounts receivable 1,019
Due from other governmental units 1,575
TOTAL ASSETS $ 623,852

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable $ 5,842
Accrued payroll 3,236
Deferred revenue 25,908
TOTAL LIABILITIES 34,986

FUND BALANCE
Fund balances

Unreserved
Designated for endowments 11,500
Designated for emergency repairs 25,000
Designated for new construction 101,000
Designated for technology 100,000
Undesignated 351,366
TOTAL FUND BALANCE 588,866

TOTAL LIABILITIES
AND FUND BALANCE $ 623,852

See accompanying notes to financial statements.



Grand Ledge Area District Library

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

June 30, 2004

Total fund balance - governmental funds $ 588,866
Amounts reported for the governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in the governmental funds.

The cost of capital assets is $ 522,162
Accumulated depreciation is (195,441)
326,721
Long-term liabilities, are not due and payable in the current period and therefore
are not reported as liabilities in the funds. Long-term liabilities at year end consist of:
Accrued compensated absences payable (35,889)
Net assets of governmental activities $ 879,698

See accompanying notes to financial statements.



Grand Ledge Area District Library

Governmental Funds

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

Year Ended June 30, 2004

REVENUES
Local sources
State sources

TOTAL REVENUES

EXPENDITURES

Recreation and cultural
Salaries and wages
Fringe benefits
Utilities
Supplies
Periodicals
Insurance
Contracted services
Rent
Audiovisual
Programming
Miscellaneous

Capital outlay
Books and other materials
Furniture and equipment

TOTAL EXPENDITURES

EXCESS OF REVENUES
OVER EXPENDITURES

Fund balance, beginning of year

Fund balance, end of year

See accompanying notes to financial statements.

$

578,234
13,572

591,806

245,271
63,033
16,553
33,252

3,683
8,964
20,066
4,200
8,635
1,078
2,077

31,904
20,999

459,715

132,091

456,775

588,866




Grand Ledge Area District Library

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

June 30, 2004

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported as expenditures in governmental funds. However, in the
statement of activities, the cost of capital assets is allocated over their estimated useful lives
as depreciation expense. In the current period, these amounts are:

Capital outlay $ 52,903
Depreciation expense (28,167)

Excess of capital outlay over depreciation expense
Some items reported in the statement of activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. These

activities consist of:

(Increase) in accrued compensated absences payable

Change in net assets of governmental activities

See accompanying notes to financial statements.

$ 132,091

24,736

(5,554)

_$ 151273



Grand Ledge Area District Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2004

NOTE A: DESCRIPTION OF LIBRARY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Under Public Act 24 of 1989, the City of Grand Ledge, the Charter Township of Oneida, and the Grand Ledge
Public Schools created the Grand Ledge Area District Library which is considered a District Library. Public Act 24
defines the Library's legal status as "an Authority under Section 6 of Article IX of the State Constitution of 1963"
thereby classifying the Library as a Michigan Municipal Corporation. The local municipalities within the Libraries
boundaries collect and distribute property taxes that are levied by the Library. The Library has no stockholders,
and all monies received are to be used for certain specified purposes in accordance with the by-laws of the Library.
The District Library consists of all territory which is located in the limits of the City of Grand Ledge, Oneida Charter
Township, and Grand Ledge Public Schools except for those territories within the School District which are served
already by other District Libraries.

The governing body of the Library is a board which is comprised of seven (7) members elected in accordance with
the provisions of the District Library Establishment Act (MCL 397.171).

The Grand Ledge Area District Library's goal is to provide quality library service to Grand Ledge area residents by
improving library service and encouraging educational advancement.

1. Reporting Entity

As required by accounting principles generally accepted in the United States of America; GASB Statement No. 14,
The Financial Reporting Entity; and Statement on Michigan Governmental Accounting and Auditing No. 5, these
financial statements present the financial activities of Grand Ledge Area District Library (primary government). The
Library has no activities that would be classified as component units.

2. Basis of Presentation

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of activities (the Government-wide statements) present information
for the Library as a whole.

The statement of activities presents the direct functional expenses of the Library and the program revenues that
support them. Direct expenses are specifically associated with a service, program, or department and are
therefore clearly identifiable to a particular function. Program revenues are associated with specific functions and
include charges to recipients of goods or services and grants and contributions that are restricted to meeting the
operational or capital requirements of that function. Revenues that are not required to be presented as program
revenues are general revenues. This includes all taxes, interest, and unrestricted State aid payments and other
general revenues and shows how governmental functions are either self-financing or supported by the general
revenues of the Library.

FUND FINANCIAL STATEMENTS

The General fund is presented using the current financial resources measurement focus. With this measurement
focus, only current assets and current liabilities generally are included on the balance sheet. Operating statements
of this fund present increases (i.e., revenues) and decreases (i.e., expenditures) in net current assets.

The major fund of the Library is:

a. General Fund - The General Fund is the general operating fund of the Library. It is used to account for all
financial resources.



Grand Ledge Area District Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2004

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

3. Measurement Focus

The government-wide financial statements are presented using the economic resources measurement focus,
similar to that used by business enterprises or not-for-profit organizations. Because another measurement focus is
used in the governmental fund financial statements, reconciliations to the government-wide statements are
provided that explain the differences in detail.

All governmental funds are presented using the current financial resources measurement focus. With this
measurement focus, only current assets and current liabilities generally are included on the balance sheet.
Operating statements of these funds present increases (i.e., revenues and other financing sources) and decreases
(i.e., expenditures and other financing uses) in net current assets.

4. Basis of Accounting

Basis of accounting refers to the timing under which transactions are recognized for financial reporting purposes.
Governmental fund financial statements use the modified accrual basis of accounting. The Government-wide
financial statements are prepared using the accrual basis of accounting.

Under the accrual basis of accounting, revenue is recorded in the period in which it is earned and expenses are
recorded when incurred, regardless of the timing of related cash flows. Property tax revenue is recognized in the
fiscal year for which it is levied. Revenues for grants, entitlements, and donations are recognized when all eligibility
requirements imposed by the provider have been met. Deferred revenue is recorded when resources are received
by the Library before it has legal claim to them, such as when grant monies are received prior to the incurrence of
qualified expenditures.

Under the modified accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when
they become both measurable and available). "Measurable” means the amount of the transaction can be
determined and "available" means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. Revenues susceptible to accrual include property taxes, state and federal aid, and
interest revenue. Other revenues are not susceptible to accrual because generally they are not measurable until
received in cash. Expenditures are recorded when the related fund liability is incurred, except for principal and
interest on long-term debt which are recorded when due.

The Library reports deferred revenue on its governmental funds balance sheet. Deferred revenues arise when
potential revenue does not meet both the "measurable” and "available" criteria for recognition in the current period.
Resources are considered available if they are collected during the current fiscal year or soon enough afterward to
be used in payment of current year liabilities - defined as expected to be received within sixty days of year-end.
Deferred revenues also arise when the Library receives resources before it has a legal claim to them. In
subsequent periods, when both revenue recognition criteria are met, the liability for deferred revenue is removed
from the balance sheet and revenue is recognized.

5. Budgets and Budgetary Accounting

The budget is adopted on a basis consistent with accounting principles generally accepted in the United States of
America. An annual appropriated budget is adopted for the General Fund.

The Library does not maintain a formalized encumbrance accounting system. All annual appropriations lapse at
fiscal year end.



Grand Ledge Area District Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2004

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

5. Budgets and Budgetary Accounting - continued

The Library follows these procedures in establishing the budgetary data reflected in the financial statements:

a. The Library prepares the proposed operating budget for the fiscal year commencing July 1. The operating
budget includes proposed expenditures and resources to finance them.

b. Prior to incurring significant expenditures, the budget is legally enacted through Library Board action.

c. The budget is legally adopted at the total expenditure level; however, it is maintained at the account level for
control purposes.

d. Budgeted amounts are reported as originally adopted or amended by the Library Board during the year.

6. Cash and cash equivalents

Cash and cash equivalents consist of checking and savings accounts and a governmental operating money market
fund account.

7. Receivables

Receivables consist of general accounts receivable and property taxes due from other governments.

8. Capital Assets

Capital assets include land, buildings, equipment, and books and are recorded (net of accumulated depreciation, if
applicable) in the Government-wide financial statements. All assets with a useful life exceeding three (3) years and
with a cost of $1,000 or more, except building improvements which must have a cost of $5,000 or more, are
recorded as capital assets. Capital assets are not recorded in the governmental funds. Instead, capital acquisition
and construction are reflected as expenditures in governmental funds, and the related assets are reported in the
Government-wide financial statements. Purchased assets are valued at cost where historical records are available
and at an estimated historical cost where no historical records exist. Donated capital assets are valued at their
estimated fair market value on the date received.

The cost of hormal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following useful lives:

Buildings and improvements 40 years
Equipment and furniture 5-20years
Books 7 years

The Library has no assets that would be classified as infrastructure assets.

9. Compensated Absences

Based on the requirements of GASB Statement No. 16, Accounting for Compensated Absences, the Library has
recorded all liabilities associated with compensated absences. Accumulated vested sick and vacation pay
amounts and non-vested sick and vacation pay amounts that are probable to vest and be paid at termination are
considered payable from future resources and are recorded along with the related payroll taxes as a noncurrent
liability in the government-wide financial statements.




Grand Ledge Area District Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2004

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

10. Property Taxes

The municipalities within the Library’s jurisdictional territory levy and collect property taxes for the Library. As the
Library tax is collected it is remitted by the municipalities Treasurers. At March 1 each year the municipalities settle
their delinquent taxes with their respective County Treasurers’ and the unpaid real property tax is remitted to the
Library by the County Treasurers in Clinton and Eaton Counties. Delinquent personal property taxes are retained
by the local municipalities Treasurers for subsequent collection. The Library is permitted to levy up to $4 per
$1,000 of assessed valuation on property within the District, the portion of which is authorized above $2 per $1,000
may be levied for a period not to exceed 20 years. For the year ended June 30, 2004, the Library levied 1.1839
mills.

11. Comparative Data

Comparative data for the prior year has not been presented in each of the statements since their inclusion would
make the statements unduly complex and difficult to read.

12. Accounting Change

As of July 1, 2003, the Library implemented the provisions of Governmental Accounting Standards Board Statement
No. 34, Basic Financial Statements - and Management's Discussion and Analysis - for State and Local
Governments (Statement). Certain of the significant changes in the Statement include the following:

e A Management Discussion and Analysis (MD&A) section providing an analysis of the Library’s overall
financial position and results of operations has been included.

e Government-wide financial statements (statement of net assets and statement of activities) prepared using
full accrual accounting for all of the Library’s activities have been provided.

e Capital assets reported on the statement of net assets include all applicable assets in the amount of
$470,894, which was previously reported in the General Fixed Assets Account Group.

¢ Long-term obligations reported on the statement of net assets include sick and vacation pay of $30,335,
which was previously reported in the General Long-term Debt Account Group.

e The fund financial statements focus on major funds rather than fund types.
This implementation has also required certain disclosures to be made in the notes to the financial statements
concurrent with the implementation of Statement No. 34 based on GASB Statement No. 38. Certain note

disclosures have been added and/or amended, including descriptions of activities of major funds and interfund
balances and transactions, and various other disclosures.

NOTE B: CASHAND CASH EQUIVALENTS

In accordance with Michigan Compiled Laws, the Grand Ledge Area District Library is authorized to invest in the
following investment vehicles:

1. Bonds, securities, and other obligations of the United States or an agency or instrumentality of the United
States.

-10 -



Grand Ledge Area District Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2004

NOTE B: CASH AND CASH EQUIVALENTS - CONTINUED

2. Certificates of deposit, savings accounts, deposit accounts, or depository receipts of a bank which is a
member of the Federal Deposit Insurance Corporation (FDIC) or a savings and loan association which is a
member of the Federal Savings and Loan Insurance Corporation (FSLIC) or a credit union which is insured by
the National Credit Union Administration, but only if the bank, savings and loan association, or credit union is
eligible to be a depository of surplus funds belonging to the State under Section 5 or 6 of Act No. 105 of the
Public Acts of 1855, as amended, being Section 21.145 and 21.146 of the Michigan Compiled Laws.

3. Commercial paper rated at the time of purchase within the three (3) highest classifications established by not
less than two (2) standard rating services and which matures not more than 270 days after the date of
purchase.

4. The United States government or Federal agency obligations repurchase agreements.
5. Bankers acceptances of United States banks.

6. Mutual funds composed of investment vehicles, which are legal for direct investment by local units of
government in Michigan.

Federal Deposit Insurance Corporation (FDIC), Federal Savings and Loan Insurance Corporation (FSLIC), and the
National Credit Union Administration regulations provide that deposits of governmental units are to be separately
insured for savings deposits and demand deposits up to $100,000 each. Furthermore, if specific deposits are
regulated by statute or bond indenture, these specific deposits are to be separately insured for the amount of
$100,000. Michigan Compiled Laws allow for collateralization of government deposits if the assets for pledging are
acceptable to the State Treasurer under Section 3 of 1855 PA 105, MCL 21.143, to secure deposits of State
surplus funds, securities, issued by the Federal Loan Mortgage Corporation, Federal National Mortgage
Association, or Government National Mortgage Association.

Deposits of the Grand Ledge Area District Library are at federally insured banks located in the State of Michigan
with all accounts maintained in the name of the Grand Ledge Area District Library.

As of June 30, 2004, the carrying amount of the Library's deposits was $198,355 and the bank balance was
$210,212 of which $205,000 was covered by federal depository insurance. The balance of $5,212 was uninsured.
The Library had $300 of imprest cash on hand.

Due to significantly higher cash flow at certain periods during the year, the amount the Library held as cash and
cash equivalents increased significantly. As a result, the amount of uninsured and uncollateralized cash and cash
equivalents were substantially higher at these peak periods than at year-end.

As of June 30, 2004, the carrying amount and market values for each investment are as follows:

Carrying Market
Amount Value
Uncategorized pooled investment funds $ 422,603 $ 422,603
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Grand Ledge Area District Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2004

NOTE C: CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2004 was as follows:

Balance Balance
July 1, 2003 Additions Deletions June 30, 2004
Governmental activities
Land $ 28,461 $ - 8 - $ 28,461
Buildings and improvements 349,701 20,999 - 370,700
Equipment, furniture, and books 92,732 31,904 1,635 123,001
Totals at historical cost 470,894 52,903 1,635 522,162
Less accumulated depreciation for:
Buildings and improvements ( 136,610 ) ( 12,763 ) - ( 149,373 )
Equipment, furniture, and books ( 32299 ) ( 15,404 ) 1,635 ( 46,068 )
Total accumulated depreciation ( 168,909 ) _( 28,167 ) 1,635 ( 195,441)
Capital assets, net $ 30198 §$ 24,7136 $ -0- $ 326,721

Depreciation expense was wholly allocated to the lone governmental function (recreation and cultural) in the
amount of current depreciation expense of $28,167.

NOTE D: LONG-TERM DEBT

The following is a summary of changes in long-term debt obligations of the Library for the year ended June 30,

2004.
Amounts

Balance Balance Due Within
July 1, 2003  Additions Deletions June 30, 2004 One Year

Compensated absences payable $ 30335 $ 5554 $ -0- $§ 35889 $ 5,327

Significant details regarding outstanding long-term debt (including current portions) are presented below:

Compensated Absences

In accordance with Library personnel policies, individual employees have rights upon termination of employment to
receive payment for unused vacation and sick leave under formulas and conditions specified in the personnel
policies.

The dollar amount of these rights (vested and probable to vest) including related payroll taxes amounted to

$35,889 for vacation and sick at June 30, 2004. This amount has been accrued entirely in the Government-wide
financial statements.
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Grand Ledge Area District Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2004

NOTE E: RETIREMENT PLAN

The Library is the sponsor of a retirement plan for the sole benefit of its employees. The Library Pension Plan is a
money purchase defined contribution pension benefit plan and trust. Contributions are based on a preestablished
wage-based contribution schedule with the Library contributing 100% of the contribution amount. During the year
ended June 30, 2004, the Library made contributions for all participating employees based on the percentages as
detailed in the plan for each eligible employee’s compensation.

All full-time employees, working over 35 hours on a regular basis are eligible to participate in the plan. All eligible
employees participate in the plan. The contributions fund the premiums for Individual Deferred Annuity policies
with Nationwide Retirement Solutions.

For the year ended June 30, 2004, the Library had a total payroll of $243,424. The Library Retirement Plan
covered a payroll of $100,702. The Library made contributions to the retirement plan in the amount of $18,057.

NOTE F: RISK MANAGEMENT

The Library is a voluntary member of the Michigan Municipal Risk Management Authority which is organized under
Public Act 138 of 1982, as amended as a governmental group self-insurance pool. Public Act 138 authorizes local
units of government to exercise jointly any power, privilege, or authority which each might exercise separately.

The administration of the Authority is directed by a nine (9) member Board of Directors composed of municipal
representatives from the membership elected by the membership. The Board establishes the general policy of the
Authority, creates and publishes rules to be followed by the Manager and Board, and is empowered with the
authority to impose sanctions or terminate membership. The Library has designated a representative to the
Authority to be responsible for the execution of all loss control measures, to ensure the payment of all annual and
supplementary or other payment requirements, to ensure the filing of all required reports, and to act as a liaison
between the Library and the Authority.

The Authority provides risk management, underwriting, reinsurance, and claim services with member contributions
allocated to meet these obligations. The Authority administers a risk management fund providing Grand Ledge
Area District Library with loss protection for general liability and property and crime damage. Under most
circumstances the Library’s maximum loss per occurrence is limited. The Library is a state pool member as it
relates to self-inured retention.

The Authority has established a Retained Risk Program to pay losses incurred by members that exceed individual
retention levels and are not covered under existing reinsurance agreements. Losses incurred within the
established limits are general obligations of the Authority. In the event that losses are incurred in excess of the
resources available, the Authority as a whole (i.e., all constituent municipalities) is liable for the excess. The
Authority may authorize dividends to individual members in the event that the members and individual fund
balance is determined to be sufficient to do so.

Liability insurance claims are expenses as incurred. The liability is determined by the Michigan Municipal Risk
Management Authority management based on an actuarial study performed using historical data and available
insurance industry statistics. The liability includes a reserve for reported claims, and reported legal expenses as
well as incurred but not reported claims.

The Authority has reserved fund balance to pay losses incurred by members that exceed individual retention levels
and are not covered under existing reinsurance agreements. Losses incurred within the established limits are
general obligations of the Authority. In the event that Grand Ledge Area District Library incurs a loss in excess of
the resources available, the Authority as a whole (i.e., all constituent municipalities) is liable for the excess.

The Library is exposed to various risks of loss for worker's compensation and employers liability for which the
Library carries commercial insurance.
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Grand Ledge Area District Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2004

NOTE G: FUND BALANCE RESERVES AND DESIGNATIONS

Reserved fund balance in the Fund financial statements is used to earmark a portion of fund balance to indicate
that it is not appropriate for expenditures or has been legally segregated for a specific future use. Designated fund
balance in the Fund financial statements indicates that portion of fund balance which the Library has set aside for
specific purposes.

The following are the fund balance designations as of June 30, 2004:

General
Designated for endowments $ 11,500
Designated for emergency repairs 25,000
Designated for new construction 101,000
Designated for technology 100,000

$ 237,500
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REQUIRED SUPPLEMENTARY INFORMATION



REVENUES
Property taxes
Penal fines

Intergovernmental- state aid
Donations - private sources

Interest
Library fees and fines
Miscellaneous

TOTAL REVENUES

EXPENDITURES

Recreation and cultural
Salaries and wages

Fringe benefits
Utilities
Supplies
Periodicals
Insurance

Contracted services

Rent
Audiovisual
Programming
Miscellaneous
Capital outlay

Books and other materials
Furniture and equipment

TOTAL EXPENDITURES

Grand Ledge Area District Library

General Fund

BUDGETARY COMPARISON SCHEDULE

Year Ended June 30, 2004

Budgeted amounts

Variance
Favorable

EXCESS OF REVENUES OVER

(UNDER) EXPENDITURES

Fund balance, beginning of year

Fund balance, end of year

Original Final Actual (Unfavorable)
$ 470,124 $ 470,124 $ 471,501 $ 1,377
75,000 75,000 72,353 (2,647)
14,000 14,000 13,572 (428)
6,000 6,000 17,408 11,408
6,000 6,000 5,036 (964)
10,400 10,400 10,194 (206)
2,000 2,000 1,742 (258)
583,524 583,524 591,806 8,282
270,253 280,253 245,271 34,982
72,450 72,450 63,033 9,417
22,300 39,660 16,553 23,107
34,450 35,250 33,252 1,998
5,600 5,600 3,683 1,917
9,000 9,000 8,964 36
28,000 43,850 20,066 23,784
4,800 4,800 4,200 600
12,000 12,000 8,635 3,365
2,000 2,000 1,078 922
4,900 3,900 2,077 1,823
40,000 40,000 31,904 8,096
77,771 104,761 20,999 83,762
583,524 653,524 459,715 193,809
-0- (70,000) 132,091 202,091
456,775 456,775 456,775 -0-
$ 456,775 $ 386,775 $ 588,866 $ 202,091
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